Channels of
Distribution

Connecting the products/
services with consumers.
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Exclusive Distribution

Selective Distribution

Intensive Distribution

Channels of Distribution

Producer

Ultimate Consumer

Industrial User

Middlemen

Intermediaries

Retailers

Wholesalers

Distributor

Agents

Direct and Indirect Channels
Exclusive Dealing

I

Iying Arrangements

Full Line Forcing
Closed Territories
Exploitation
Coercion

Slotting Allowance



(Juestions to Answer before Distribution

1.) Where and when will the product will be

duced, sold and used?
produced, sold and use .@

2.) What characteristics of the product will affect ‘
distribution - Quantity, Size, Packaging?

3.) What special physical handling 1s necessary?

4.) Who will be responsible for each of the
distribution activities?

5.) Does the channel fit our organization?

6.) Does the channel fit the target customer and
the brands position?




Goal: Match what the business produces and
what the consumer wants to buy.

P4

‘

)

The Goal of Distribution



Adapting for Differences

Channels of distribution are
designed to help differences in:

“*  Quantity - Producers

«  Assortment - Intermediaries

«  Location - Intermediaries

+  Time of Production and
Consumption

Each member of the channel assists 1n
the adjustment



The Channels of Distribution

Direct and Indirect | [0 = =

Things to Consider: ll

- Selecting Members Y
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Wholesal Distributo

- Evaluating Members Oisbutor
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Channel Choices

- Based on your Channel v v v
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T'he Channels - Things to Consider

Channel Intensity
- Exclusive
- Selective
- Intensive

What value is being added by
the channel members?

When does the channel
become most effective?



T'he Channel Design

The Customer Needs
CHANNEL ADVANTAGES

HERSHEY % OF US. NETSALES BY CHANNEL

Objectives of the
Channel

1 Mass Merchandisers (all)
m C-stores
Dollar Stores
M Food
® Drug Stores
Wholesale Clubs
W Specialty Channels

Which Intermediaries?

Selective, Intensive or
Exclusive

Intermediary
Responsibilities



Distribution Channel Tasks

The Intermediary Responsibilities: =

* Marketing

* Packaging

* Financing
sEStorage

* Delivery

* Merchandising
+ Selling




* Answers the Distribution Questions

* Wants to connect with the

% Starts the Distribution Process

“ Tasks Include:

Channel Members

Producer

* Develops the Product

consumer in the best ways

* Marketing, Packaging,
Delivery, Selling, Financing




+ Contracts with Producers

“ Activities Include:

Channel Members

Distributor

“ Purchases from a specific
manufacturer or charges them
fees to perform services.

% Stores, Delivers, Markets,
Packaging, Merchandises
and Selling



http://globalpurchasing.com/site-files/globalpurchasing.com/files/uploads/2015/03/top50_2015.pdf

Channel Members

Wholesaler

Buy and resell large quantities
of products from one or more
supplier to resellers, retailers,
distributors and other
wholesalers.

Typically Multiple Producers
Activities Include:

* Storing, Transporting,
Packaging, Selling



http://www.the-reseller-network.com/content/83/wholesalers/

* Sales Contact

* Activities include:

Channel Members

Agent

* Intermediary between
Producers and its customers.

* Used in complicated buying
situations

+* Markets, Sells



http://www.indeed.com/cmp/Furmano's-Food/jobs/Regional-Sales-Manager-f569e90e1d2c2600?sjdu=QwrRXKrqZ3CNX5W-O9jEvTNsX4DG0vtAnkN48Xs-dFbiNqaAEAAS9rvYctz0YWSEe76vIuoEbvUc_3eYb__s6YXuGd8ZXS7dh5jDdmDC95yN-NvicWiv0Ja_m2NBDE1Y

Channel Members

Retailer
* Reseller of goods and services | =" e ©  riveseew
o ° . m armac o '
* Common connection point Ukhpeacs.  GG)  Cvamemecy THIKDK
with consumers HomeGooli  Marshalls. Winn(Dixe  1ROSS
* Activities include: Publix. BONTON N,  FredMeyer

* Packaging, Merchandising, | saversons SAFEWAYQ)  popagivs  amazoncom

Ingredients for life..
Delivers, Sells, Finances, . . '
b_@lk @ W StopaShop’
Markets ‘




T'ypes of Retailers

+Convenience Walmart KOHLS
’
superstores Wetgreens s

*Department Stores

: HomeGoods  Marshalls
*Specialty

FUBLIX S

£\ Albertsons SAFEWAY "

Ingredients for life..
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Explain how customer service
is a critical component of the

CU,StOmGI' S erViCG channels of distribution

chosen by the business.




Channﬁl Legal and Ethical Situations

that arise in the distribution

ManagGment process.




Ethical Scenarios

Exclusive Dealing

Tying Arrangements -
Full Line Forcing / % "
Closed Territories Y '
Exploitation

Coercion

Slotting Allowance



http://www.businessdictionary.com/definition/exclusive-dealing.html
http://www.americanbar.org/groups/young_lawyers/publications/the_101_201_practice_series/the_wonderful_world_of_tying.html
http://www.businessdictionary.com/definition/full-line-forcing.html
https://books.google.com/books?id=QkrAAgAAQBAJ&pg=PA462&lpg=PA462&dq=Closed+Territorial+distribution&source=bl&ots=1vDHH0DVlG&sig=SYLhuOhscXPb2dBfNQL8fUeZHLg&hl=en&sa=X&ved=0ahUKEwj7h-yG9O_JAhXKmh4KHc5zCoMQ6AEINTAC#v=onepage&q=Closed%20Territorial%20distribution&f=false
https://www.google.com/search?q=Exploitation&ie=utf-8&oe=utf-8
http://www.apple.com
http://www.businessdictionary.com/definition/slotting-fee.html

